EMPLOYER STATUS DETERMINATION
CAGY Industries, Inc.

This is the determnation of the Railroad Retirenent Board
concerning the status of CAGY Industries, Inc. (CAGY) as an
enpl oyer under the Railroad Retirenment Act (45 U S.C 8231 et seq.)
(RRA) and the Railroad Unenpl oynent |nsurance Act (45 U. S.C. 8351

et seq.) (RUA).

| nf ormati on about CAGY was furnished by M. H Lynn G bson, CAGY' s
Vice President and Chief Financial Oficer. CAGY was incorporated
in the State of Delaware on March 27, 1987, and was organi zed on
June 8, 1987. It is a publicly held corporation registered with
the Securities and Exchange Conm ssion (SEC). The corporation was
organi zed for the specific purpose of acquiring, owning, and
hol di ng stock of other corporations, and to performall acts and
things covered generally by the denomnation of "holding
corporation” or "holding conpany."

CAGY has one cl ass of stock, common stock. The stock is registered
with the SEC and is owned and held by 401 sharehol ders, not one of
which is arailroad. No railroad has a direct financial interest
in the corporation, nor does any railroad have an indirect stock or
financial interest in the corporation through a parent conpany or
"brother-sister corporation.”

CAGY owns 92.024% of the capital stock of the Colunbus and
Geenville Railway Conmpany (BA No. 2563) (C&5, which it first
acquired in 1988. The remaining 7.076% of C&G stock is owned by a
nunber of individual sharehol ders.

In addition to the C&G stock, CAGY owns one hundred percent of the
capital stock of three other corporations: (1) Railway Managenent,
Inc. (RM), a Mssissippi corporation organized in 1988, which
keeps records of railcar earnings for |essor-owners of freight cars
| eased for use in interchange service; (2) The Chattooga and
Chi ckamauga Rai |l way Conpany (CCKY) (BA No. 5527), a M ssissipp

corporation organi zed in 1989, which operates as a commobn carrier
of freight over 67 mles of track in Northwest Georgia and in
Chat t anooga, Tennessee, |eased with the option to purchase fromthe
Central of CGeorgia Railroad Conpany (BA No. 1505), the Tennessee,
Al abama, & Georgia Railway Conpany (BA No. 2540), and the Al abana
Great Southern Railroad (BA No. 1501); and (3) Rednont Railway
Conpany (BA No. 5558) (RRC), a Mssissippi corporation organi zed in
1994, which operates as a freight railroad on 41.5 mles of track
bet ween Corinth, M ssissippi, and Red Bay, Al abama, under a | ease
contract from the M ssissippi-Al abama Railroad Authority, a non-
profit corporation organized pursuant to an Interstate Conpact
between the States of M ssissippi and Al abana
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CAGY al so owns 49% of the stock of Southeastern Rail, Inc., a
M ssi ssi ppi corporation organized in 1994, which is engaged in the
busi ness of construction of railroad tracks, bridges, and
facilities for railroads, industries, and public authorities in the
Sout heastern region of the United States.

The officers of CAGY are Lester Myers, Chairnman of the Board; Roger
D. Bell, President and Chief Executive Oficer; H Lynn G bson

Executive Vice President and Chief Financial Oficer; Sheila M
Cain, Secretary; and MIlton C Neyman, Jr., Treasurer. The
directors of CAGY are Lester Myers, Roger D. Bell, SamY. Wlhite,
James D. Bryan, Henry Wiss, Birney |Ines, Seynour B. Johnson, Pau

L. Smth, Bruce J. Brunfield, and Jerrell M Bearden. CAGY' s
officers and directors are also officers and directors of C&G and
CCKY. CAGY's officers are also officers of RRC. The directors of
RRC are Lester Myers, Roger D. Bell, and H Lynn G bson.

CAGY provides financial, accounting, and conputer services and
manages non-operating properties for its subsidiary corporations,
for which the subsidiaries pay a fee. CAGY does not, either alone
or in conjunction wth any one of its subsidiary railroad
corporations, performservices in the transportation of property by
rail. CAGY's revenues consist primarily of fees and rental incone
fromthe | ease of equipnent. CAGY has four enployees, consisting
of two accountants, a secretary, and an adm nistrative assistant.

CAGY's primary assets, in addition to the capital stocks identified
above, consist of office and conputer equi pnent, |oconotives, and
railcars. Loconotives owed by CAGY are | eased to C&G and CCKY,
and railcars owed by CAGY are |eased to C& However, there is no
joint control of any equipnent or facilities owed by CAGY, such
control being vested in the | essee exclusively.

Section 1 of the RRA defines the term"enployer"” to include:

(i) any express conpany, sleeping car conpany, and
carrier by railroad, subject to subchapter | of chapter
105 of Title 49;

(ii) any conpany which is directly or indirectly
owned or controlled by, or under conmmon control wth, one
or nore enployers as defined in paragraph (i) of this
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subdi vi si on, and whi ch operates any equi pnent or facility
or perfornms any service (except trucking service, casual
service, and the casual operation of equipnment or
facilities) in connection wth the transportation of
passengers or property by railroad, or the receipt,
delivery, elevation, transfer in transit, refrigeration
or icing, storage, or handling of property transported by
railroad.

Section 1 of the RU A and section 3231 of the Railroad Retirenent
Tax Act (RRTA) (26 U S.C. 83231) contain essentially the sane
definition.

In a decision regarding a claimfor refund of taxes under the RRTA,
the United States Court of Appeals for the Federal Grcuit held
that a parent corporation which owns a rail carrier subsidiary is
not under common control with the subsidiary within the neani ng of
83231. Union Pacific Corporation v. United States, 5 F.3d 523 (Fed
Cr. 1993).

The facts regarding common control in the Union Pacific case are
i ndi stingui shable fromthose presented in the case of CAGY, which,
like Union Pacific, is a publicly held conpany with a | arge nunber
of sharehol ders. Accordingly, a majority of the Board finds that
CAGY Industries, Inc. is not an enpl oyer covered by the RRA and the
RUI A because it is not under common control with its rail carrier
subsi di ari es.

den L. Bower

Jerone F. Kever

V. M Speakman, Jr. (D ssenting)
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